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F. W. Wool worth Co. 1976 Annual Report 

FISCAL YEAR ENDED JANUARY 31, 1977 


Consolidated Statistics in Brief 


For the fiscal years ended January 31,1977 and 1976 


Sales . 

Income from operations . 

Income of consolidated companies. 

Equity in net income of F. W. Woolworth and Co., Limited 

Net income. 

Capital expenditures. 

Advertising costs. 

Short-term debt—domestic. 

—foreign. 

Long-term debt. 

Shareholders’ equity. 


1976 

1975 

(In thousands of dollars} 

$ 5 , 152,200 

$4,650,300 

168.500 

101.500 
6,700 

142,900 

84,600 

14,500 

108,200 

99,100 

102,700 

119,800 

83,800 

110,600 

3,900 

428,900 

92,000 

56,300 

485,800 

1 , 076,800 

1,005,200 


Per common share 

Net income 

Primary. $ 3.62 $ 3.33 

Fully diluted. 3.45 3.19 

Dividends declared (current annual rate—$1.40). 1.25 1.20 

Common shareholders’ equity. 34.44 32.27 


Sales 

(In billions of dollars) 

A 5 

Income of consolidated companies 

(In millions of dollars) 
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To Our Shareholders: 


Earnings in the past year were again the highest of all 
time, exceeding $100 million. Another milestone was 
reached when consolidated sales exceeded the $5 
billion mark. In January, 1977 the Board of Directors 
voted to increase quarterly dividends to an annual rate 
of $1.40 from $1.20 per common share. 

Sales of consolidated companies totaled $5,152,- 
200,000, an increase of 11 % over 1975 sales of 
$4,650,300,000. 

Income of consolidated companies of $101,500,000 
was up 20% from 1975. Due to lower exchange rates, 
our 52.7% equity in earnings of F. W. Woolworth and 
Co., Limited, Great Britain, of $6,700,000 was down 
sharply from the $14,500,000 recorded in 1975. 
Despite this, total consolidated earnings of $108,200,- 
000, a new record, were $9,100,000 or 9% above the 
1975 level. Primary earnings per common share were 
$3.62 compared to $3,33 in 1975. 

The improvement in earnings of domestic operations 
continued in 1976 when their rate of increase was 
greater than the rate shown by foreign operations. 
Operating contribution of U S. Woolworth and Woolco 
stores and of Kinney Shoe Corporation accounted for 
a high proportion of our 1976 gains. The improvement 
in U.S. Woolworth and Woolco stores is attributable to 
further implementation of merchandising, advertising, 
promotional and store operations plans developed in 
recent years. Gains in Woolco stores were greater than 
those of Woolworth stores. Both types of stores oper¬ 
ate profitably and continued growth in sales and earn¬ 
ings is anticipated. Kinney's 1976 performance estab¬ 
lished new records for sales and earnings. Its aggres¬ 


sive expansion plans, particularly in new regional 
shopping centers, provide promise of increasing mar¬ 
ket share. The remaining domestic operation, The 
Richman Brothers Company, showed an impressive 
percentage earnings gain in 1976 although the dollar 
amount was small. 

In the aggregate, the foreign consolidated subsid¬ 
iaries, located in Canada, Germany, Mexico, Spain 
and Australia, produced 1976 gains in sales and profits, 
but their overall percentage improvement in earnings 
was lower than in domestic operations. During 1976 
most foreign economies lagged behind the U.S. in 
growth. Exchange rate deterioration was severe in 
most of the countries in which we operate. Timely man¬ 
agement actions to reduce exchange exposure and to 
protect cash remittances mitigated losses. Significant 
nonrecurring savings in foreign taxes were realized in 
1976 by changing the fiscal year of the German sub¬ 
sidiary, as explained in Note 6 in Notes to Consoli¬ 
dated Financial Statements. The effective German tax 
rate in 1977 will be substantially higher. 

Although 1976 sales and earnings of the 52.7% owned 
British subsidiary showed encouraging improvement 
in pounds sterling, our U.S, dollar equity in earnings of 
that subsidiary declined because of the deterioration 
in the value of British currency. Our dependence upon 
earnings from Great Britain was major in years past; in 
1976 such earnings accounted for only 6% of total 
corporate earnings. 

During the year, great emphasis was placed on 
planning the future direction of the Company. Each 
segment of the business was examined in detail and 


specific objectives were instituted to achieve higher 
market shares and improved returns on capital em¬ 
ployed. A major objective was reached in the latter 
part of the year when customer receivables of Woolco 
and Woolworth stores in the U.S. and Canada were 
sold to separate financial institutions. The transactions 
strengthened the financial position of the Company 
greatly and enabled us to reduce foreign and elimi¬ 
nate all domestic short-term debt at year end and 
reduced long-term debt as well. The sale of customer 
receivables improved debt ratios and places the 
Company in a much better position to plan its growth. 

It also permits management to concentrate its atten¬ 
tion more fully on the all-important operating aspects 
of the business. Further financial strength was added 
during 1976 by the realignment of banking relation¬ 
ships and the securing of substantial increases in lines 
of credit to support seasonal borrowing requirements. 

During the year, there have been important changes in 
our management structure. To insure the orderly 
transition of executive responsibility and provide the 
leadership and experience required by our expanding 
corporate enterprise, the Board of Directors voted the 
following changes effective as of February 1,1977: 
Lester A. Burcham to continue as Chairman of the 
Board, but succeeded by President Edward F. Gibbons 
as Chief Executive Officer and Chairman of the 
Executive and Policy and Finance Committees; 

W. Robert Harris elected Corporate Vice-Chairman 
and continuing as President of the U.S. Woolworth 
and Woolco Division; John W. Lynn assuming the dual 
titles of Corporate Executive Vice-President and Gen¬ 
eral Manager of the U.S. Woolworth and Woolco 
Division; William R. Gray, Vice-Chairman and Man¬ 


aging Director of F. W. Woolworth Co. Limited, 

Canada; Frederick R. Greenwood, President and Chief 
Operating Officer of F. W. Woolworth Co. Limited, 
Canada; and Pedro A. de la Mora, President and 
Managing Director, Woolworth Espanola, S.A. The 
Canadian and Spanish promotions followed the retire¬ 
ment at the end of last year of Gordon T. Clarke and 
Thomas H, Gato, respectively, the former chief exec¬ 
utives of our Canadian and Spanish subsidiaries. 

Success in the very competitive retail industry de¬ 
pends greatly on contributions by all members of the 
organization. We acknowledge and thank our em¬ 
ployees for their continued loyal dedication. We also 
thank our customers, shareholders, suppliers and 
landlords for their continued support. 

During the coming year, we plan to increase the rate of 
expansion of the consolidated companies. The 
expansion will take place where there are promising 
opportunities for new market penetration and in 
existing markets which justify greater representation. 

There is a general prediction that the economy of the 
U.S. will continue to improve in 1977. We expect that 
U.S. retailing will benefit from the improvement and 
that each of our domestic operations will increase its 
sales and earnings despite the slow start occasioned 
by severe winter weather. Consolidated foreign oper¬ 
ations, while reflecting the lag in rates of economic 
recovery, will continue to show strength. We do not 
expect fluctuations in foreign exchange rates to be 
as great in 1977 as they were in 1976. In total we are 
optimistic about the year and view the future with 
confidence. 


s&zrs: 



LESTER A. BURCHAM 


Chairman of the Board 



EDWARD F. GIBBONS 
President and 
Chief Executive Officer 




F.W. Woolworth Co., Executive and Principal Office: Woolworth Building, 233 Broadway, New York, New York 10007 



EDWARD F. GIBBONS 


Directors 

LESTER A, BURCHAM (l)[zl 

Chairman of the Board, F. W. Woolworth Co. 

DAVID E. CHENAULT' 21 
Vice-President, F. W. Woolworth Co. 

DONALD J. GERSTENBERGER 
President, The Richman Brothers Company 

(men's clothing manufacturing and retailing subsidiary of the Company) 
EDWARD F. GIBBONS" 1 ™ 

President and Chief Executive Officer, F. W. Woolworth Co. 

JOHN L. GUSHMAN" 1 

Chairman of the Board and Chief Executive Officer, 
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W. ROBERT HARRIS" 1 ™ 
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Chairman of the Board and President, Alleghany Corporation 
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ROBERT C. KIRKWOOD"-™ 

Retired Chairman of the Board, F. W. Woolworth Co. 

SEYMOUR H. KNOX III™™ 

Vice-President, Kidder, Peabody & Co. Inc. 

(members of New York Stock Exchange) 

GEORGE H. LESCH™™ 

Director of various companies 

JOHN W. LYNN™ 

Executive Vice-President, F. W, Woolworth Co. 

GEORGE W. NELSON' 2 ’ 

Senior Vice-President, F. W. Woolworth Co, 

STEPHEN J. OWEN 

Chairman of the Board, F. W. Woolworth and Co., Limited, Great Britain 
ANDREW F, PECK™™ 

Vice-President and Director, Kidder, Peabody & Co., Inc. 

(members of New York Stock Exchange) 

JOHN S. ROBERTS" 1121 

Vice-Chairman of the Board, F, W. Woolworth Co. 

ELLIS W. SMITH 121 

Senior Vice-President, F. W. Woolworth Co. 

GORDON T, WALLIS" 101 

Chairman of the Board and Chief Executive Officer 
Irving Trust Company and Charter New York Corporation 
(bank holding company) 


ejMember of Policy and Finance Committee 
(^Member of Executive Committee 
[^Member of Audit Committee 


Honorary Director 
JAMES T. LEFTWICH 
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Corporate Officers 


LESTER A. BURCHAM 
Chairman of the Board 

EDWARD F. GIBBONS 

President and Chief Executive Officer 

W, ROBERT HARRIS 
Vice-Chairman of the Board 

JOHN S, ROBERTS 
Vice-Chairman of the Board 

JOHN W. LYNN 
Executive Vice-President 

GEORGE W. NELSON 

Senior Vice-President—Store Operations and Administration 

ELLIS W. SMITH 

Senior Vice-President—Finance 

JOHN L SULLIVAN 

Senior Vice-President—Merchandising and Sales Promotion 

JOHN T. ARNOLD 
Vice-President—Merchandising 

DAVID E. CHENAULT 
Vice-President—Personnel 

ERNEST W. KAUFFMAN 

Vice-President—Sales Promotion and Advertising 

HARRY E. MOEDINGER 
Vice-President—Internationa! 

LOUIS W. PAYNTER 
Vice-President—Restaurant Operations 

HAROLD E. SELLS 
Vice-President—Store Development 

HUBERT P. SMITH 
Vice-President—Public Affairs 

URBA1N VAN LAECKEN 
Vice-President—Expense and Security 

CLAYTON H. VAN BUREN 
Treasurer 

GEORGE W. RAMSEY 
Controiler and Assistant Treasurer 

ROBERT C. HELLER 
Secretary and Assistant Treasurer 

JERROLD M. EVANS 

Assistant Vice-President—Merchandising 

JOHN W. LARGEN 

Assistant Vice-President—Research and Distribution 

AUBREY C. LEWIS 

Assistant Vice-President—Corporate Administrative Services 

SYLVESTER A, TOUHY 

Assistant Vice-President—Merchandising 

RAYMOND W. PAULSEN 

Assistant Secretary and Assistant Treasurer 

ROBERT G. ZIMMERMANN 

Assistant Secretary and Assistant Treasurer 

EDWARD G. CAHILL 
Assistant Treasurer 

RICHARD C. LUY 
Assistant Treasurer 


WILLIAM H. PRECHT 
Assistant Treasurer 

JOSEPH F. CARROLL 
Assistant Secretary 

JAMES J. O'NEIL 
Assistant Secretary 

U.S. Woolworth and Woolco Division—Principal Executives 

W. ROBERT HARRIS 
President 

JOHN W, LYNN 
General Manager 

Regional Vice-Presidents 

WiLLIAM G. BAKER, JR. 

Northeastern Region 

CHARLES L, KLINE 
Mid-Atlantic Region 

EDMUND H. BURKE 
Southeastern Region 

KENNETH E. COLSON 
North Central Region 

ROLLAND C. LADD 
South Central Region 

LESTER D. HEWELL 
Pacific Region 

F. W. Woolworth and Co., Limited, Great Britain—Principal Executive 

STEPHEN J. OWEN 
Chairman of the Board 

Consolidated Subsidiaries—Principal Executives 

F, W. Woolworth Co. Limited, Canada 
WILLIAM R. GRAY 

Vice-Chairman and Managing Director 

FREDERICK R. GREENWOOD 
President and Chief Operating Officer 

F. W. Woolworth Co., G.m.b.H., Germany 
BRUNO WEISS 
Managing Director 

F. W. Woolworth Co., S.A. de C.V., Mexico 

MARTIN L. MERRITT 

Vice-President and Managing Director 

Woolworth Espanola, S.A. 

PEDRO A. DE LA MORA 
President and Managing Director 

Kinney Shoe Corporation, New York, New York 

RICHARD L. ANDERSON 

President 

The Richman Brothers Company, Cleveland, Ohio 

DONALD J. GERSTENBERGER 

President 
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F. W. Woolworth Co. 


PROFILE OF THE COMPANY 


STORE RECORD 


P 


OPERATIONS 


F. W. Woolworth Co. is a diversified international re¬ 
tailer engaged primarily in the distribution of general 
merchandise in its 5,508 retail stores and leased de¬ 
partments in the United States and abroad. 

In the United States, Puerto Rico and U.S. Virgin 
Islands, 1,762 Woolworth and Woolco stores are in 
operation. An additional 321 Woolworth, Woolco and 
Woolco Catalogue stores are operated by our Cana¬ 
dian subsidiary, with 220 other Woolworth stores under 
the direction of subsidiary companies in West Ger¬ 
many, Mexico and Spain. F. W. Woolworth Co. also has 
two other consolidated subsidiaries: 


WOOLWORTH 

United States, Puerto Rico and Virgin Islands 

Canada 

Germany 

Mexico 

Spain 

Total 


WOOLCO 

United States 
Canada 

Stores 

Catalogue 

Total 


Kinney Shoe Corporation, one of the largest family 
shoe retailers in the United States, Canada and Aus¬ 
tralia, has 1,881 retail outlets operating under such 
varied names as Kinney, Lewis, Williams, Mankind, 
Foot Locker, Fredelle and Susie’s Casuals. All are 
shoe stores except Susie’s Casuals, which features 
misses' sportswear. Kinney also has 10 shoe manufac¬ 
turing plants in the United States and one in Canada. 

The Richman Brothers Company operates 276 
apparel retail stores in the United Stales under the 
trade names of Richman and Anderson-Little stores. 
Richman’s men’s units are principally in the midwest 
and on the Pacific Coast. Anderson-Little’s family ap¬ 
parel stores are located along the East Coast. Richman, 
which is based in Cleveland, Ohio, also has four manu¬ 
facturing plants. 


KINNEY 

United States and Puerto Rico 

Stores 

Leased departments 

Canada and Australia 

Stores 

Leased departments 

Total 


RICHMAN 

United States 


Less: Subsidiary sales through Woolco 
stores and intercompany sales 


CONSOLIDATED COMPANIES 
Stores 

Leased departments 

Total 


F. W. Woolworth and Co., Limited, Great Britain, an 

unconsolidated subsidiary in which F. W. Woolworth 
Co. has a 52.7 per cent equity, operates 1,048 Wool- 
worth, Woolco and Shoppers World Catalogue stores 
in the United Kingdom, Eire and the Caribbean. 


GREAT BRITAIN 

Woolworth 

Woolco 

Catalogue 

Total 


GRAND TOTAL 

Stores 

Leased departments 
Total 
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RETAIL UNITS 

In 

ape ration 

Jan, 31 Opened 

1977 1976 

Closed 

1976 

In 

operation 
Jan,31 
1976 

Planned 

openings 

1977 

SQUARE FEET 

OF SELLING AREA 
(In millions) 

January 31 Percent 

1977 1976 change 

SALES 
(In millions) 

For the fiscal years 
ended January 31 

1977 1976 

Percent 

change 

SALES PER SQUARE FOOT 

For the fiscal years 
ended January 31 Percent 

1977 1976 change 

1,503 

19 

35 

1,519 

16 

25.4 

25.0 

2% 

$1,384.8 

$1,315.2 

5% 

$ 54.52 

$ 52.61 

4% 

221 

— 

5 

226 

2 

3.9 

3.9 

— 

292.1 

264.2 

11 

74.90 

67.74 

10 

189 

6 

— 

183 

10 

2.6 

2.5 

4 

492.5 

468.6 

5 

189.42 

187.44 

1 

24 

— 

— 

24 

— 

.6 

.6 

— 

47.4 

49.1 

(4) 

79.00 

81.83 

(4) 

7 

— 

— 

7 

1 

.3 

.3 

— 

13.5 

14.0 

(4) 

45.00 

46.67 

(4) 

1,944 

25 

40 

1,959 

29 

32.8 

32.3 

2 

2,230.3 

2,111.1 

6 

68.00 

65.36 

4 

259 

6 


253 

17 

21.0 

20.7 

1 

1,375.7 

1,232.8 

12 

65.51 

59.56 

10 






8.7 

8.0 

9 

871.1 

728.0 

20 

100.13 

91.00 

10 

86 

7 

— 

79 

3 










14 

— 

— 

14 

- 










359 

13 

— 

346 

20 

29.7 

28.7 

3 

2,246.8 

1,960.8 

15 

75.65 

68.32 

10 






3.9 

3.6 

8 

473.3 

398.0 

19 

121.36 

110.56 

10 

1,295 

123 

18 

1,190 

131 










223 

11 

— 

212 

17 















.8 

.7 

14 

115.1 

97.2 

18 

143.88 

138.86 

4 

277 

24 

6 

259 

32 










86 

7 

— 

79 

7 










1,881 

165 

24 

1,740 

187 

4.7 

4.3 

9 

588.4 

495.2 

19 

125.19 

115.16 

9 

276 

17 

30 

289 

5 

1.4 

1.4 

- 

159.9 

144.8 

10 

114.21 

103.43 

10 



(•8) 

(■7) 

— 

(73.2) 

(61.6) 

— 

— 

— 

— 

4,151 

202 

94 

4,043 

217 










309 

18 

— 

291 

24 










4,460 

220 

94 

4,334 

241 

67.8 

66.0 

3% 

$5,152.2 

$4,650.3 

11% 

$ 75.99 

$ 70.46 

8% 

1,015 

3 

15 

1,027 

1 










14 

3 

— 

11 

— 










19 

1 

— 

18 

- 










1,048 

7 

15 

1,056 

1 










5,199 

209 

109 

5,099 

218 










309 

18 

— 

291 

24 










5,508 

227 

109 

5,390 

242 
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Woolworth and Woolco U.S. 


I W. ROBERT HARRIS was 
elected Vice-Chairman of the 
Corporation, effective February, 
1977. He also is President of 
U.S. Woolworth and Woolco 
Division, He has been instru¬ 
mental in establishing an 
expanded and separate divi¬ 
sion for Woolworth and Woolco 
in the United States. 

I 


The U.S. Woolworth and Woolco Division continued 
strengthening in 1976. Sales of $2,761 million were up 
8% over 1975 and income of $72 million before cor¬ 
porate expense, interest and taxes was up 22% from 
1975. Since 1972 sales have increased 49% and "oper¬ 
ating earnings" have increased 213%. The upward 
trend since 1972 was marred only by the difficult retail¬ 
ing year of 1974. The UFO inventory accounting method 
was employed in 1975 and 1976 which had the effect 
of stating earnings more conservatively in the last two 
years than in earlier years. 


The dramatic improvements in sales and profits of 
this division have resulted from the consolidation of 
these two operations five years ago. Many innovations 
have contributed to this success. 

□ Reorganization and realignment of responsibili¬ 
ties of executive and regional office staffs, as well as 
store organizations, have been made for greater pro¬ 
ductivity and efficiency, as well as to provide for future 
expansion. 

□ The merchandise mix in Woolco stores has been 
refined and improved to offer our value-conscious cus¬ 
tomers quality items at competitive prices. Greater 
attention is being given to the promotion of national- 
brand merchandise. 

□ Improved standardization of new and remodeled 
stores has been implemented to achieve maximum use 
of selling areas through more efficient utilization of 
available display space. A program to make Woolco 
stores more productive and functional has been carried 
out in 70% of the stores. All will be completed during 
1977. This program has resulted in an average increase 
of 8-10% in sales per square foot for each of the past 
five years. 




JOHN W. LYNN was elected 
Executive Vice-President of the 
Corporation, effective February, 
1977. He also has the new 
responsibility of General 
Manager of the Woolworth 
and Woolco Division in the 
United States. Previously he 
was Senior Vice-President— 
Merchandising. 
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□ Steps have been taken to sharply reduce the num¬ 
ber of independent licensees operating in high-profit 
departments of Woolco stores. These departments 
have been integrated into the Woolco operations, re¬ 
sulting in greater sales and profits. 

□ A program of recycling retail locations formerly 
occupied by other firms for Woolworth and Woolco 
store operations has been put into effect and is proving 
to be very successful. Seventeen such units went into 
operation in 1976, with 10 more to be opened in 1977. 

□ Extensive analysis is being made of projected 
market areas for future store locations to insure domi¬ 
nance in the market. Such analysis led to the decision 
to enter the New York State market with Woolco stores. 
Five of these units opened in March, 1977 in Suffolk 
County, Long Island. Twelve additional Woolco stores 
will be opened in the U.S. this year. 

□ More effective use is being made of computerized 
management information systems to provide buyers, 
merchandise managers and store managers with sum¬ 
marized purchase and sales reports and other impor¬ 
tant operational data. This has enabled the centralized 
buying organization to exercise better investment con¬ 


trol, improve turnover and, ultimately, offer our custom¬ 
ers the best possible values. 

□ Dramatic operational improvements have been 
realized through centralization of purchasing and plan¬ 
ning of advertising programs in the executive office. 
This has led to greater control over and more effective 
direction of the advertising budget and a more aggres¬ 
sive sales and advertising program. 

□ Distribution facilities have been expanded and 
modernized to include computerized operations. Some 
63% of our stores are now serviced by our truck fleet. 

Woolworth stores continue to constitute a vital force 
in the company’s domestic operations, now, and in the 
foreseeable future. The profit in Woolworth stores over 
the past five years has continued to grow at a satis¬ 
factory rate. 

Woolworth does not intend to overlook its long-term 
commitment to serve the needs of customers in major, 
metropolitan downtown areas. Among the 16 new 
Woolworth stores planned in the U.S. for 1977 is a major 
unit on Market Street in Philadelphia, Pennsylvania, 
which is part of the city's restoration effort. 
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Subsidiary Operations 


The Richman Brothers Company 



JOHN S. ROBERTS is Vice- 
Chairman of the Board with 
direct responsibility for the 
operations of all domestic and 
foreign subsidiaries. These 
include Kinney Shoe Corpora¬ 
tion; The Richman Brothers 
Company; F. W. Woolworth 
and Co., Limited, Great Britain; 

F. W. Woolworth Co., Limited, 
Canada; F. W. Woolworth Co, 

G. m.b.H., Germany; Woolworth 
Espanola, S.A., Spain, and F. W. 
Woolworth Co., S.A. de C.V., 
Mexico. 


The Richman Brothers Company improved its operating performance 
in 1976. Sales of $160 million were up 10% over 1975 and earnings 
before corporate expense, interest and taxes reached $8 million, up 
33% over 1975. Since 1972 sales have increased by 27%, but "oper¬ 
ating earnings" have recovered only to 1972-1973 levels after a dis¬ 
appointing downturn in the difficult men's wear year of 1974. 

Richman is using a new store-front design (see front cover and 
photo below) which opens up the front for increased customer visibility 
into the interior and allows for greater utilization of space. It is being 
implemented in a number of new and renovated stores. 

The "open front" design, which is being instituted at stores located 
in enclosed malls, substantially reduces the use of traditional windows. 
With this increased emphasis on “merchandising" the stores’ interiors, 
Richman is striving to create a "warm" look. 

Computerized point-of-sale equipment in all Richman and Ander¬ 
son-Little stores supplies vital merchandising, accounting and payroll 
information. 

Richman’s automated credit facility in Cleveland, Ohio is fully 
operational and has resulted in greater efficiency in the company's 
credit operations. 

Richman plans to substantially step up the modernizing of existing 
stores during 1977 and will also open five new units. 



DONALD J. GERSTENBERGER 
has been President of The 
Richman Brothers Company, a 
manufacturer and retailer of 
men’s clothing, and a Wool- 
worth subsidiary, since 1970. 
He directs the operations of 
Richman's 276 retail stores 
and four manufacturing plants 
in the United States. 



RICHMAN RICHMAN 

Sales Income (before corporate expense. 

)n millions of dollars 160 interest and taxes) In millions of dollars 10.0 
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Kinney Shoe Corporation 


Kinney Shoe Corporation continued its strong perform¬ 
ance in 1976, again reaching records in sales and 
earnings. Sales of its U.S., Canadian and Australian 
operations at $588 million were up 19% from 1975. 
Earnings before corporate expense, interest and taxes 
reached $60 million, up 28% over 1975. Since 1972 
Kinney sales have increased 88% and “operating earn¬ 
ings’’ have increased 161 %. 

Anticipating and responding to consumer needs for 
specialty stores in regional shopping malls, Kinney ex¬ 
panded its newest divisions—Susie's Casuals, a wom¬ 
en's apparel chain, and Foot Locker, athletic footwear 
centers—with 37 new stores. 

Foot Locker, a two-year-old division, was cited by 
Shopping Center World magazine as one of the “hottest 
new chains" in America. Offering top brands in athletic 
footwear and apparel—including Adidas, Puma, Nike, 
and Converse—the 16-store Foot Locker chain (see 
front cover) is well on its way to becoming a major factor 
in Kinney's future growth. 

During the 13 years Kinney has been a wholly-owned 
subsidiary of Woolworth, it has established itself as a 


leader in the nation’s retail family footwear industry. 

Kinney's retail marketing and visual merchandising 
experts conducted an extensive study of successful 
sales techniques and implemented a new store interior 
design to enhance productivity and generate greater 
sales per square foot. 

All stores now are planned and constructed with max¬ 
imum stock space in an enclosed area, eliminating un¬ 
sightly box storage on the sales floor and resulting in 
increased staff efficiency and a more attractive, pleas¬ 
ant shopping environment for customers. 

Exciting merchandise displays and fitting areas now 
are prominent on sales floors with more effective utiliza¬ 
tion of inventory. Increased stock space and more effi¬ 
cient “sales per square foot" add up to larger volume 
per store and greater profits for the company. 

Kinney's general merchandising strategy soundly re¬ 
inforces its image as the “Great American Shoe Store." 
Casual, dress and athletic footwear and accessories are 
stocked for everyone from infants to grandparents. 

During 1977 Kinney will open 148 new retail units 
in the United States and 39 in Canada and Australia. 


8 



RICHARD L. ANDERSON has 
been President of Kinney Shoe 
Corporation since January, 
1975. His responsibilities 
include the overall direction of 
1,881 retail outlets in the 
United States, Canada and 
Australia and 10 manufacturing 
plants in the United States and 
one in Canada. 
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International 

Subsidiary 

Operations 



HARRY E. MOEDINGER is 
Vice-President of International 
Operations and is directly 
responsible to John S. Roberts, 
Vice-Chairman of the Board, 
for the liaison between the 
foreign subsidiaries and cor¬ 
porate headquarters. This 
involves visits to offices and 
selected stores in the various 
countries. 


Canada 


F. W. Woolworth Co. Limited, Canada moved forward in 1976 despite severe oper¬ 
ating problems engendered by the Anti-Inflation Board. In U.S. dollars, sales of 
$1,163 million were up 17% over 1975 while income before corporate expense, 
interest and taxes of $56 million was up 8% over 1975. Since 1972 sales have 
increased by 104%, while “operating earnings’ 1 have risen by 56%. 

Seven Woolco stores, with an average of more than 100,000 square feet of sales 
space, were opened during 1976 by Woolworth Canada, which maintained its 
position as one of Canada's leading retailers. Three new Woolco stores are planned 
for 1977, with eight large Woolworth units projected for conversion into Woolco 
stores. 

Woolworth Canada has continued upgrading its merchandise mix to assure its 
profitable marketing position through continued growth. 

As part of this program, a Fashion Distribution Center has been established in 
Montreal, the fashion capital of Canada. The center is housed in a 150,000-square- 
foot building in the heart of Montreal’s garment district. It is designed to receive 
and distribute 100,000 fashion garments or 8,000 packaged units daily in meeting 
the requirements of Woolworth and Woolco stores. 

Quality, design and color are controlled at the Fashion Distribution Center 
where a premium is placed on automation. A computer terminal in the center, 
which is connected to the main computer in the Toronto Accounting Office, records 
all orders as merchandise is received and prints out the shipping labels and bills of 
lading and automatically charges individual stores. 



WILLIAM R. GRAY is Vice- 
Chairman and Managing 
Director of F. W. Woolworth 
Co. Limited, Canada. He was 
elected to this post as head 
of the Canadian subsidiary in 
January, 1977. 

FREDERICK R. GREENWOOD 
is President and Chief Oper¬ 
ating Officer and a Director of 
the Canadian subsidiary. He 
was previously Vice-President 
and General Manager of the 
Canadian Woolco Division. 
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Germany 


F. W. Woolworth Co., G.m.b.H., Germany experienced a 
good year in 1976 in an economic atmosphere marked 
by slow growth and restrained consumer spending to 
control inflation. Sales were up in U.S. dollars to $492 
million, an increase of 5%, while income before corpo¬ 
rate expense, interest and taxes was down by 4% to a 
level of $53 million. Since 1972 sales have grown by 
82%, while “operating earnings" have grown by 56%. 

During the golden anniversary year of the German 
company, six new stores were opened. They average 
18,000 square feet. Future plans include the opening of 
several larger stores with sales areas ranging up to 
60,000 square feet. 

The German company has been undertaking a con¬ 
tinuing program of store refurbishment, with an average 
of seven stores per year having been renovated during 
the past five years. During 1976 one store was remod¬ 
eled to 3V2 times its previous size. 

All of the 189 Woolworth stores in West Germany 
make extensive use of modern fixturization to present 
merchandise to customers as attractively as possible. 
This represents a vital phase of a program to increase 
emphasis on a strong promotional atmosphere in 


stores, which includes upgrading lines of merchandise 
in home furnishings as well as fashion apparel. The 
ever-increasing emphasis on merchandising has been 
instrumental in developing a very high return per 
square foot. 

To support its growth and upgrading of merchandise, 
the German company is utilizing new electronic equip¬ 
ment to strengthen merchandising systems, improve its 
in-stock position, lower stock levels and improve effi¬ 
ciency of operation. Electronic data processing is 
reviewed and tested constantly to simplify overall oper¬ 
ations and provide management with operational infor¬ 
mation vital in today's fast-moving retail world. 

With the emphasis on larger stores representing the 
wave of the future in the German company’s opera¬ 
tions, development of personnel is receiving close 
attention. Among management trainees, special atten¬ 
tion is being devoted to people who will have the future 
responsibility of managing these newer and larger units. 
To support the upgraded lines of merchandise being 
offered, considerable attention also is being given to 
the development of merchandise specialists for the 
buying division. 



BRUNO WEISS is Managing 
Director of F. W. Woolworth 
Co., G.m.b.H., Germany, a 
subsidiary of Woolworth for 
50 years. The German com¬ 
pany operates t89 stores in all 
parts of West Germany. 
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Spain and Mexico 


Woolworth Espanola, S.A. and F. W. Woolworth Co., 
S.A. de C.V., Mexico are still relatively small companies 
compared to other units. Both countries were adversely 
influenced by high inflation and currency devaluation 
in 1976, resulting in sales of $61 million (U.S.) being off 
by $2 million and income before corporate expense, 
interest and taxes at $7 million (U.S.), off $2 million. 

Woolworth Espanola is creating a "new look’’ in the 
Fashion Wear Departments of the seven stores it oper¬ 
ates in Spain. Counters are being eliminated in these 
departments and 99 percent of all wearing apparel will 
be displayed on hanging-type fixtures. 

The "new look’’ in merchandise displays has made 
the Fashion Wear Departments already renovated more 
attractive to customers and also has contributed to 
the efficiency of the stores’ operations. This has been 
achieved by creating faster turnover, with all merchan¬ 
dise displayed on the sales floor, giving the merchan¬ 
dise a newer, fresher look and improving service. 

Woolworth stores in Spain are operated at very high 
standards, which has made them attractive to Spanish 
customers as well as millions of tourists who visit Spain 


annually, many of them Americans who have grown up 
with Woolworth stores. An eighth store will be opened 
in Alicante during 1977. 

A vital phase of the Spanish company's successful 
operations is a strong program of personnel develop¬ 
ment at store level as well as in the buying offices. 

Woolworth Mexicana performed very well during 1976 
despite economic problems resulting from inflation and 
devaluation of the Mexican peso. 

Woolworth Mexicana is competitively priced and well 
received by our Mexican customers who recognize 
Woolworth as the store to fill their everyday needs at 
prices within their budget. 

Boutique-type displays have proved to be popular. 
Levi outerwear, for example, was one of many success¬ 
ful lines responsible for increasing sales productivity. 

Woolworth Mexicana's 24 stores are constantly being 
renovated and modernized to keep them in a competi¬ 
tive sales position. The company’s financial position 
remains strong and Woolworth Mexicana continues to 
represent an important force in the retailing industry in 
Mexico. 



PEDRO A. DE LA MORA is Presi- 
dent and Managing Director of 
Woolworth Espanola, S A He 
was appointed to this top posi¬ 
tion in the Spanish company, 
effective January, 1977. 

MARTIN L. MERRITT is Vice- 
President and Managing 
Director of F. W. Woolworth 
Co., S.A. de C.V., Mexico. He 
has held this post since 
January, 1973. 


SPAIN AND MEXICO 

Sales 

In millions o f dollars 80 



0 


72 73 74 75 76 


SPAIN AND MEXICO 

Income (before corporate expense, 

interest and taxes) In millions of dollars 10.0 



7.5 


5.0 


2.5 


0 


72 73 74 75 76 
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Great Britain 


F. W. Woolworth and Co. Limited, Great Britain achieved 
satisfactory performance in 1976 in its local currency, 
pounds sterling (£), despite continuing high inflation, a 
constricted consumer purchasing power under "social 
contract" wage control and very slow economic growth. 
Sales of £665 million were up 16% from 1975, while 
after-tax earnings of £16 million were up 17%. Only the 
U.S. dollar translated equivalent of our 52.7% share of 
this subsidiary's after-tax earnings is included in our 
own results. 

More than 200 of Woolworth—Great Britain's largest 
stores now accommodate selling areas for clothing 
staffed by specially selected and trained personnel. 

Establishment of the clothing areas is a major part 
of the English company’s continuing emphasis on the 
overall upgrading of its merchandise ranges. Similar 
improving of merchandise has been initiated in the fur¬ 
niture, audio and leisure areas. 

In line with the English company’s merchandise im¬ 
provement program, new techniques have been devel¬ 
oped in store planning and fixturing for large stores 
which provide balanced color and improved lighting. 


During 1976 three new Woolco Department Stores 
were opened, including a Woolco Hypermarket opera¬ 
tion. 

The hypermarket may well provide a pattern for simi¬ 
lar operations, but future hypermarkets, including one 
already planned for Bulwell, Nottinghamshire, will be 
located away from the city center. The proposed Bulwell 
store will have 55,000 square feet of selling space, park¬ 
ing for 1,000 cars, and a discount service station for 
motor vehicles. 

Two other Woolco stores and three Woolworth stores 
were opened during 1976, with 23 additional Woolworth 
stores being enlarged or modernized. 

An additional Shoppers World Catalogue store was 
opened in Derby on the site of a former Woolworth store. 
Nineteen Shoppers World stores now are in operation. 

As a means of promoting sales, Woolworth Great 
Britain has been conducting an extensive advertising 
program under the umbrella title of "That's the Wonder 
of Woolworth." National television has been a prime 
advertising medium. Customer acceptance of lines of 
merchandise presented on TV has been excellent. 



STEPHEN J. OWEN is Chair¬ 
man of the Board of F. W. 
Woolworth and Co., Limited, 
Great Britain, an unconsoli¬ 
dated Woolworth subsidiary. 
Since 1973 he has been 
responsible for the operations 
of Woolworth, Woolco and 
Shoppers World Catalogue 
stores in the United Kingdom, 
Eire and the Caribbean. 
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Financial Review 



ELLIS W. SMITH is Senior 
Vice-President—Finance, and 
a Director of the Company. His 
responsibilities are directing 
the overall corporate financial 
management. 


F. W. Woolworth Co. is a diversified, multinational retailer, 
operating four different types of retail businesses. Tradi¬ 
tionally, relative stability and steady long-term growth has 
resulted from this diversification as different businesses and 
different countries have been influenced by differing mar¬ 
ket trends and by differing economic developments during 
any one year. 

The United States is our base and by far our largest 
country commitment of investment. The United States pro¬ 
vided our greatest contribution in 1976 with 65% of our 
sales and 53% of our consolidated "operating earnings" 


(before corporate expense, interest and taxes}. Over the 
four years since 1972, U.S. domestic sales have grown by 
52% and consolidated domestic “operating earnings" by 
181%. 

At the same time, our consolidated foreign subsidiaries 
continued their historically strong performance in 1976, 
contributing 35% of our sales and 47% of our "operating 
earnings”. Over the four years since 1972, foreign sales 
have grown by 96% and consolidated foreign "operating 
earnings" by 53%. 

Only our 52.7% share of the net income of our British 
subsidiary is included in our earnings statement. In their 
local currency, pounds sterling, the British company’s sales 
have increased by 76% in the four years since 1972. Al¬ 
though sterling net earnings have increased in 1975 and 
1976, over the four years since 1972 local currency net 
earnings have decreased by 36%. However, our share of 
those net earnings, after translation to U.S. dollars, has de¬ 
creased due to exchange rate deterioration from $27 million 
dollars to $7 million, a reduction of 74%. In 1976, this equity 
contribution amounted to 6% of final net earnings. 

The schedule below summarizes five-year results by 
management responsibilities: 


SALES 

Woolworth and Woolco 

United States. 

Canada . 

Germany. 

Spain and Mexico... 

Kinney . 

Richman... 

Intercompany eliminations . 

Total sales... 

INCOME BEFORE CORPORATE EXPENSE, INTEREST AND TAXES 

Woolworth and Woolco 

United States. 

Canada . 

Germany. 

Spain and Mexico. 

Kinney . 

Richman... 

Income before corporate expense, interest and taxes. 

Unallocated corporate expense . 

Interest. 

Income taxes. 

Income of consolidated companies. 

Equity in net income of F, W. Woolworth and Co., Limited. 

Net income. 


1976 

1975 

1974 

1973 

1972 


{In millions of dollars) 


$2,761 

$2,548 

$2,347 

$2,149 

$1,853 

1,163 

992 

858 

706 

570 

492 

469 

428 

376 

271 

61 

63 

57 

49 

34 

588 

495 

410 

359 

312 

160 

145 

128 

123 

126 

(73) 

(62) 

(51) 

(40) 

(47) 

$5,152 

$4,650 

$4,177 

$3,722 

$3,119 


$ 72 

$ 59 

$ 39 

$ 45 

$ 

23 

56 

52 

45 

37 


36 

53 

55 

45 

47 


34 

7 

9 

7 

5 


4 

60 

47 

35 

28 


23 

8 

6 

1 

8 


7 

256 

228 

172 

170 


127 

(4) 

(2) 

(4) 

(D 


(3) 

(64) 

(63) 

(70) 

(48) 


(30) 

(87) 

(78) 

(48) 

(54) 


(40) 

(155) 

(143) 

(122) 

(103) 


(73) 

101 

85 

50 

67 


54 

7 

14 

10 

26 


27 

$ 108 

$ 99 

$ 60 

$ 93 

$ 

81 
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Management’s Discussion and Analysis of the Business 

A five-year summary of operations and of financial condi¬ 
tion of F. W.Woolworth Co. and its consolidated subsidiaries 


and its equity in the results of operations of the unconsoli¬ 
dated British subsidiary is presented below: 


_1976 _1975_1974_1973_1972 

Number of stores. 4,151 4,043 3,936 3,844 3,744 

Number of leased departments. 309 291 268 255 278 


(In thousands except per common share amounts) 


SUMMARY OF OPERATIONS 

Sales . $5,152,200 

Costs of sales. 3,637,700 

Depreciation and amortization. 68,700 

Interest. 63,700 

Foreign exchange (gains) losses. (5,600) 

Income taxes. 86,600 

Income of consolidated companies. $ 101,500 

Equity in net income of F. W. Woolworth and Co., Limited. . . 6,700 

Net income . 108,200 

Dividend requirement of preferred stock . (3,800) 

Net income applicable to common stock. $ 104,400 


Per common share 
Net income 

Primary . $3.62 

Fully diluted. 3.45 

Dividends declared. 1.25 

Weighted average number of common shares 

outstanding during the year . 28,800 

FINANCIAL CONDITION 

Inventories. $1,026,300 

Working capital. 687,300 

Properties—net . 692,400 

Short-term debt. 3,900 

Long-term debt. 428,900 

Total shareholders’ equity. 1,076,800 

Percent return on equity. 10.0% 

Common shareholders' equity . 998,600 

Per common share . 34.44 


$4,650,300 

$4,177,100 

$3,722,100 

$3,119,100 

3,285,800 

2,940,500 

2,618,600 

2,190,400 

66,900 

63,000 

60,600 

52,700 

63,200 

70,300 

48,000 

30,300 

(10,300) 

12,000 

2,600 

(2,000) 

78,000 

48,100 

53,500 

40,300 

$ 84,600 

$ 50,500 

$ 67,400 

$ 54,300 

14,500 

9,600 

26,000 

26,600 

99,100 

60,100 

93,400 

80,900 

(3,800) 

(3,800) 

(3,800) 

(3,800) 

$ 95,300 

$ 56,300 

$ 89,600 

$ 77,100 


$3.33 

$1.98 

$3.14 

$2.66 

3.19 

1.94 

3.02 

2.57 

1.20 

1.20 

1.20 

1.20 

28,600 

28,400 

28,500 

29,000 

$ 914,100 

$ 862,100 

$ 816,500 

$ 653,400 

690,500 

557,600 

425,900 

420,900 

661,900 

649,000 

628,200 

591,700 

148,300 

243,100 

235,900 

115,400 

485,800 

413,100 

295,400 

277,900 

1,005,200 

941,500 

919,300 

891,600 

9.9% 

6.4% 

10.2% 

9.1% 

926,900 

863,200 

841,000 

813,300 

32.27 

30.30 

29.55 

28.39 


Sales 

Sales of consolidated companies for 1976 surpassed the $5 
billion mark, amounting to $5,152,200,000, an increase of 
$501,900,000 or 11% over 1975. This increase, and simi¬ 
larly the 11 % increase in 1975, was generated through new 
stores, the maturation of some larger stores, improved mer¬ 
chandise assortments, more aggressive promotional activi¬ 
ties and inflation. A summary of sales by quarter is included 
in the notes to consolidated financial statements. 

Interest Expense 

Though the Company was able to substantially reduce its 
debt late in 1976, borrowings during the year continued at 
much the same level as 1975. Interest expense increased 
nominally in 1976 to $63,700,000 from $63,200,000 in 1975. 
In 1975 interest expense decreased 10% from $70,300,000 


in 1974, an unusually high year because of increased bor¬ 
rowings as well as generally higher interest rates. 

Income Taxes 

The effective income tax rate in 1976 was 46% of income 
of consolidated companies before income taxes compared 
with 48% in 1975 and 47.4% in 1974. The decrease in rate 
in 1976 is primarily due to the realization of non-recurring 
savings in foreign taxes by changing the tax year of the 
Company’s subsidiary in Germany. The effective tax rate 
in Germany for 1977 is expected to be substantially higher 
than 1976. 

Foreign Exchange 

Foreign exchange gains of consolidated companies in 
1976 totalled $5,600,000 compared with gains in 1975 of 
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$10,300,000 and losses in 1974 of $12,000,000, Because 
measures were taken to reduce translation exposure risk 
and timely contracts made in anticipation of remittances of 
foreign currencies, the devaluation in 1976 of most of the 
foreign currencies in which the Company deals did not have 
the impact on 1976 profits that it might otherwise have had, 

F. W. Woolworth and Co., Limited 

In 1976 sales of the British subsidiary totalled 
$1,174,800,000, a decrease of $71,400,000 from sales of 
$1,246,200,000 in 1975. This decrease in U.S. dollar sales 
is solely due to the decline in the U.S. dollar/pounds sterling 
exchange rate. In pounds sterling, the British subsidiary's 
sales increased 16% in 1976. Sales in 1975 increased 
$160,900,000 from sales of $1,085,300,000 in 1974; in 
pounds sterling that increase was 24%. The sales volume 
increase, in pounds sterling, in both years is due to greater 
emphasis on higher quality merchandise and more aggres¬ 
sive sales promotion and inflation. 

In pounds sterling, net income of the British subsidiary 
increased 17% in 1976. The Company’s equity in the net 
income of the British subsidiary decreased to $6,700,000 in 
1976 from $14,500,000 in 1975, because of the decline in 
the U.S. dollar/pounds sterling exchange rate, and 
$9,600,000 in 1974. 

The Company’s investment in the unconsolidated sub¬ 
sidiary is carried at $180,100,000, determined under the 
equity method of accounting as described in Note 1 to the 
consolidated financial statements. A copy of the British 
subsidiary's annual report is available by request to the 
Secretary’s Office, F. W. Woolworth Co., 233 Broadway, 
New York, New York 10007. 

Net Income 

Total consolidated companies' net income in 1976 was 
$101,500,000, up 20% from 1975. Since 1972, consolidated 
companies’ net income has increased by 87%. Net income 
after our equity in British net income for 1976 totalled 
$108,200,000, equal to $3.62 per common share, compared 
with 1975 net income of $99,100,000, or $3.33 per common 
share. A summary of net income by quarter is included in 
notes to the consolidated financial statements. 

Dividends 

Dividends on common and preferred stocks in 1976 
amounted to $36,200,000 and $3,800,000, respectively. 
Common stock dividends have been paid without interrup¬ 
tion for the past 65 years—ever since the Company became 
a public corporation in 1912. At its January 1977 meeting 
the Board of Directors declared a regular dividend on com¬ 
mon stock of 35p per share payable March 1, 1977 to 
shareholders of record on February 1, 1977. This repre¬ 
sents a 5p increase from the former quarterly rate of 300 
per share which had been paid since 1970. The Board of 


Directors will continue to review the dividend rate at least 
annually. Dividends on preferred stock remain at the quar¬ 
terly rate of 550 per share. At January 31, 1977, 103,557 
shareholders of record owned 29,993,588 shares of 
common stock and 6,998 shareholders of record owned 
1,738,560 shares of preferred stock. 

Market Prices 

The Company's common and preferred stocks are listed on 
the New York Stock Exchange. The following tables show 
the high, low and closing prices, by quarter, for 1976 and 
1975. 


1976 1975 

High Low Close High Low Close 


Common Stock 


First . 

27 Va 

22% 

23% 

17 Vi 

12Ya 

16 

Second . 

24% 

20 Va 

22% 

17Vi 

14 Ye 

15 Vi 

Third . 

24% 

20% 

21% 

20 

13% 

19% 

Fourth . 

26 V4 

21% 

25% 

25 ’/e 

18% 

24 6 /a 

Preferred Stock 

First . 

39 V4 

33 Va 

33% 

29 

23 Va 

2 7 Vi 

Second . 

36 

31 % 

33% 

29 

25 Ya 

26 y 2 

Third . 

36% 

31% 

33% 

31 

24 

30 

Fourth . 

39% 

33 

37% 

38 

28 Ya 

36% 


Financial Condition 

The Company's financial condition has been significantly 
improved since 1974 as a result of greatly strengthened 
cash flows from improved operations and from the 1976 
sale of $213,900,000 of trade receivables, with use of the 
proceeds to reduce foreign and eliminate domestic short¬ 
term debt and reduce long-term debt by $56,900,000 at 
the end of the year. 

At year-end, the ratio of current assets to current liabili¬ 
ties improved to 2.37 in 1976 from the 1975 level of 2.14 and 
the 1974 level of 1.87. Similarly, the ratio of total debt to 
stockholders’ equity was reduced to 42% in 1976 from 
64% in 1975 and 71% in 1974. 

Merchandise inventories at January 31, 1977 amounted 
to $1,026,300,000 compared with $914,100,000, at January 
31, 1975. Sales expansion, new stores opened in 1976 and 
inflation generally are responsible for the $112,200,000 
increase. 

Shareholders' equity increased from $1,005,200,000 at 
January 31, 1976 to $1,076,800,000 at January 31, 1977. 
On a per common share basis that represents an increase 
from $32.27 to $34.44. A valuable measurement of a com¬ 
pany's performance is return on equity. In 1976 net income 
produced a 10.0% return on total shareholders' equity 
compared with a 9.9% return in 1975. It is management’s 
goal to monitor closely this figure and strive for significant 
improvement. 
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F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 

Consolidated Statement of Income 


For the fiscal years ended January 31,1977 and 1976 

1976 

1975 


(In thousands of dollars) 

Sales, including sales from leased departments of $473,600 and $417,600. 

$5,152,200 

$4,650,300 

Costs and expenses 

Costs of sales . 

Selling, general and administrative expenses. 

Depreciation and amortization. 

Interest. 

3.637.700 
1,213,600 

68.700 

63.700 

4.983.700 

3,285,800 

1,091,500 

66,900 

63,200 

4,507,400 

Income from operations . 

Other income. 

Foreign exchange gains. 

168,500 

14,000 

5,600 

142,900 

9,400 

10,300 

Income of consolidated companies before income taxes. 

Income taxes . 

188,100 

86,600 

162,600 

78,000 

Income of consolidated companies. 

Equity in net income of F. W. Woolworth and Co., Limited. 

101,500 

6,700 

84,600 

14,500 

Net income. 

$ 108,200 

$ 99,100 


Net income per common share 


Primary . $3.62 S3.33 

Fully diluted. 3.45 3.19 


See notes to consolidated financial statements. 


































F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 


Consolidated Balance Sheet 


January31,1977 and 1976 


ASSETS 

Current Assets 

Cash. 

Time deposits . 

Trade receivables, less allowance of $4,500 and $10,700 

Other receivables . 

Merchandise inventories. 

Operating supplies and prepaid expenses. 


Investment in F. W. Woolworth and Co., Limited. 

Properties 

Land and buildings. 

Furniture, fixtures and equipment. 

Accumulated depreciation. 

Buildings on leased ground, less amortization. 

Alterations to leased and owned buildings, less amortization 


Intangible Assets. 

Deferred Charges and Other Assets 


LIABILITIES 

Current Liabilities 

Short-term debt—domestic. 

—foreign . 

Long-term debt payable within one year. 

Accounts payable . 

Accrued compensation and other liabilities. 

Dividends payable. 

Income taxes. 

Long-term Debt . 

Other Liabilities. 

Deferred Income Taxes. 

Shareholders’ Equity. 


1976 1975 

(In thousands of dollars) 


$ 39,100 

10,200 
18,200 
74,200 
1,026,300 
21,900 
1,189,900 

180,100 


303,000 

514.600 

817.600 

318.400 
499,200 

41,300 

151,900 

692.400 

14.700 

15.700 
$2,092,800 


$ 3,900 

17,800 
262,100 
162,700 
11,100 
45,000 
502,600 
428,900 
24,900 
59,600 
1,076,800 
$2,092,800 


$ 46,500 

27,700 
229,700 
53,500 
914,100 
22,600 

1,294,100 

187,400 


286,400 

489.900 
776,300 
295,600 
480,700 

41,100 

140,100 

661.900 

14,700 

15,000 

$2,173,100 


$ 92,000 

56,300 
7,000 
235,200 
141,500 
9,600 
62,000 
603,600 
485,800 
24,100 
54,400 
1,005,200 
$2,173,100 


See notes to consolidated financial statements. 



























































F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 


Consolidated Statement of Retained Earnings 


For the fiscal years ended January 31,1977 and 1976 1976 1975 

(In thousands ol dollars) 

Retained Earnings at beginning of year. $918,000 $861,200 

Net income. 108,200 99,100 

Cash dividends declared 

Preferred stock—$2.20 per share. (3,800) (3,800) 

Common stock—$1.25 and $1.20 per share. (36,200) (34,400) 

Stock option and purchase plan transactions, net. (4,800 ) (4,100 ) 

Retained Earnings at end of year. $981,400 $918,000 


See notes to consolidated financial statements. 


Report of Independent Accountants 


|?i 

W 


aterhoiisc 


SIXTY 8R0AD STREET 

NEW YORK, NEW YORK 10004 

212-422-6000 


To the Board of Directors and Shareholders of F. W. Woolworth Co. 


March 9,1977 


In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
income, retained earnings and changes in financial position present fairly the financial position of F. W. 
Woolworth Co. and its consolidated subsidiaries at January 31, 1977 and 1976, and the results of their opera¬ 
tions and the changes in their financial position for the years then ended, in conformity with generally 
accepted accounting principles consistently applied during the period subsequent to the changes, with 
which we concur, made as of February 1,1975, referred to in Note 9 to the consolidated financial statements. 
Our examinations of these statements were made in accordance with generally accepted auditing standards 
and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

UJ tZfcsfarvL+A — "t" 
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F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 

Consolidated Statement of Changes in Financial Position 


For the fiscal years ended January 31,1977 and 1976 


Financial resources were provided by 

Income of consolidated companies. 

Add (deduct) 

Depreciation and amortization. 

Deferred income taxes . 

Elimination of reserve for self-insured risks. 

Provision for costs of closed stores under lease. 

Other .. 

Working capital provided by operations. 

Other sources 

Long-term borrowings. 

Dividends received from F. W. Woolworth and Co., Limited 

Sales of common shares from treasury. 

Other . 

Total resources provided. 

Financial resources were used for 

Cash dividends. 

Additions to properties. 

Reductions of long-term debt. 

Total resources used. 

Increase (decrease) in working capital. 

Increase (decrease) in current assets 

Cash and time deposits. 

Receivables. 

Merchandise inventories. 

Other current assets. 

Decrease (increase) in current liabilities 

Short-term debt. 

Long-term debt payable within one year. 

Payables and accruals. 

Income taxes. 

Increase (decrease) in working capital. 


1976 1975 

(In thousands of dollars) 


$101,500 

68,700 

5,200 

200 

600 

176,200 

6,500 

14,000 

3,300 

2,900 

202,900 


40,000 
102,700 
63,400 
206,100 
$ (3,200) 


$(24,900) 

(190,800) 

112,200 

(700 ) 

(104,200) 

144,400 
(10,800) 
(49,600) 
17,000 
101,000 
$ (3,200) 


$ 84,600 

66.900 

3.900 
( 6 , 000 ) 
6,000 

(500 ) 

154,900 

81,000 

17.900 

2.900 
6,500 

263,200 


38,200 

83,800 

8,300 

130,300 

$132,900 


$ 30,500 
7,900 
52,000 
2,600 
93,000 

94,800 

1,800 

(20,800) 

(35,900 ) 

39,900 

$132,900 


See notes to consolidated financial statements. 
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F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 


Summary Financial Data 

F. W. Woolworth and Co., Limited, 
an unconsolidated subsidiary 


Assets and liabilities 


1976 


1975 

1976 

1975 

January 31,1977 and 1976 



(In U S. dollars) 

(In pounds sterling) 





(In thousands) 


Current assets. 

$ 

234,400 

$ 

246,100 

£139,300 

£120,900 

Properties, net. 


424,300 


416,000 

169,000 

161,200 

Total assets. 


658,700 


662,100 

308,300 

282,100 

Current liabilities. 


239,000 


216,800 

134,000 

104,500 

Long-term debt. 


8,600 


29,400 

5,000 

14,500 

Deferred taxes and other credits. 


69,200 


60,300 

31,300 

26,000 

Total liabilities. 


316,800 


306,500 

170,300 

145,000 

Shareholders' equity . 

$ 

341,900 

$ 

355,600 

£138,000 

£137,100 

Revenues and expenses for the fiscal 
years ended January 31,1977 and 1976 







Sales . 

$1,174,800 

$1,246,200 

£665,000 

£573,400 

Income before income taxes . 

$ 

51,100 

$ 

69,200 

£ 37,400 

£ 33,200 

Income taxes. 


38,400 


41,700 

21,200 

19,400 

Net income . 

$ 

12,700 

$ 

27,500 

£ 16,200 

£ 13,800 

Changes in working capital for the fiscal 
years ended January 31,1977 and 1976 







Net income . 

$ 

12,700 

$ 

27,500 

£ 16,200 

£ 13,800 

Depreciation . 


16,600 


15,800 

6,900 

6,300 

Other . 


7,200 


7,000 

3,300 

3,400 

Working capital provided by operations .... 


36,500 


50,300 

26,400 

23,500 

Sales of properties. 


5,300 


1,600 

3,000 

800 

Reductions of long-term debt. 


(20,800) 


(22,600) 

(9,500) 

(7,400) 

Cash dividends. 


(26,500) 


(33,900) 

(14,900) 

(14,900) 

Additions to properties. 


(28,400) 


(32,300) 

(16,000) 

(14,900) 

Decrease in working capital. 

$ 

(33,900) 

$ 

(36,900) 

£(11,000) 

£(12,900) 


Company’s share 

Shareholders' equity. 

. $ 

180,100 

$ 

187,400 

Net income . 

. $ 

6,700 

$ 

14,500 

Dividends. 


14,000 


17,900 

Decrease in Company’s equity. 

. $ 

7,300 

$ 

3,400 
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F. W. WOOLWORTH CO. AND CONSOLIDATED SUBSIDIARIES 

Notes to Consolidated Financial Statements 


Note 1—Summary of Significant Accounting Policies 

Consolidation— The consolidated financial statements in¬ 
clude the accounts of the Company and all subsidiaries 
except F. W. Woolworth and Co., Limited, of which the 
Company owns 52.7% of the outstanding capital stock. 
This investment is carried at the Company's equity in the 
British subsidiary's net assets and the Company's equity 
in the net income of the British subsidiary is included in net 
income, based upon financial statements of the subsidiary 
adjusted to conform with accounting principles generally 
accepted in the United States. 

Translation of Foreign Currencies— Financial statements of 
foreign subsidiaries are translated into U.S. dollars as fol¬ 
lows: inventories, properties, intangible assets and de¬ 
ferred charges and other assets at exchange rates ap¬ 
plicable at the time of acquisition; other assets and liabilities 
at year-end rates; cost of goods sold and depreciation at 
rates applicable to the related assets; and revenues and 
other expense items at average rates. Gains and losses 
arising as a result of these translation procedures are re¬ 
flected in income. 

Merchandise Inventories— Merchandise in stores and shoe 
warehouses is valued using the retail method with U.S. 
dollar equivalents of foreign inventories adjusted, when 
necessary, to the lower of cost or market. Cost of the major 
portion of domestic inventories is determined on the last-in, 
first-out basis (LIFO) and at January 31, 1977 represented 
approximately 45% (January 31, 1976—46%) of consoli¬ 
dated inventories. The replacement cost of these inven¬ 
tories at January 31, 1977 exceeded the LIFO valuation 
by approximately $27,500,000 (January 31, 1976- 
SI 1,000,000). Inventories not valued using the retail method 
are stated at the lower of cost, determined principally on the 
first-in, first-out basis, or market. 

Properties— Properties are stated at cost and depreciated 
or amortized over their estimated useful lives generally 
using the straight-line method. For tax purposes, to maxi¬ 
mize cash flow, the Company uses an accelerated depreci¬ 
ation method. Reported net income is not affected by this 
practice because provision is made for the related net de¬ 
ferral of income taxes. United States investment credits are 
applied in reduction of the provision for income taxes in 
the year the related property is placed in service. 

The costs of maintenance and repairs are charged to 
operating expenses as incurred. The costs of significant 
additions, renewals and betterments of properties are cap¬ 
italized and depreciated over the remaining or extended 
estimated useful lives of the properties. Gains or losses real¬ 
ized upon disposition of real estate are taken into income, 
except that gains on properties sold and leased back are 
deferred and amortized over the terms of the related leases. 


Store Preopening Costs— Store preopening costs are 
charged to expense in the year incurred. 

Closed Stores Under Lease— The estimated net future costs 
related to closed stores under lease are accrued in the 
period in which the store is closed. Such costs represent 
the present value, calculated at appropriate interest rates, 
of estimated future expenditures for rents, real estate taxes 
and other occupancy costs through the expiration dates of 
the related leases, after deduction of the estimated income 
from existing subtenant leases. 

Intangible Assets— Intangible assets represent primarily the 
cost not specifically assigned to the tangible assets ac¬ 
quired in the purchase of Kinney Shoe Corporation in 1963. 
The cost of such intangible assets is not amortized since, in 
the opinion of management, their value has not diminished. 

Service Charge Income— Service charge income on credit 
sales is applied against the costs of servicing credit sales 
and is included in selling, general and administrative 
expenses. 

Net Income Per Share— Net income per common share—pri¬ 
mary—is based on the weighted average number of com¬ 
mon shares outstanding during the year. Net income per 
common share—fully diluted—assumes (1) exercise of out¬ 
standing stock options with the related proceeds being 
used to acquire stock and (2) conversion of outstanding 
preferred stock and elimination of the related preferred 
dividend requirement. 

Note 2—Sale of Trade Receivables 

In January 1977 the Company, in the United States and 
Canada, sold to General Electric Credit Corporation 
(GECC) and Bank of Montreal (B of M) trade receivables 
aggregating approximately $216,100,000, less an initial dis¬ 
count of approximately $2,200,000. Most of the accounts 
were sold with recourse. The Company continues to offer 
credit plans to qualified customers; GECC and B of M have 
agreed to purchase, without recourse after a transitional 
period, future trade receivables, as they arise, at discounts 
ranging from 1.75% to 3% in the United States and 3% to 
5% in Canada. In the United States, the Company will also 
pay a fee for each account billed. 

Note 3—Short-Term Borrowings and Compensating 
Balances 

The Company maintains lines of credit with more than 120 
bankswhich, at January31,1977, aggregated $900,000,000. 
Borrowings under the lines are usually for 90-day periods 
at prime rates. The banks' commitments ordinarily expire 
oneyear from date of agreement and are generally renewed. 
During the year short-term borrowings under these lines, 
together with borrowings through the issuance of commer¬ 
cial paper, ranged between $3,900,000 and $426,100,000 
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(1975 — $148,300,000 and $465,000,000). The average 
aggregate amount of short-term borrowings outstanding 
during 1976 and the weighted average interest rate thereon, 
determined on a monthly basis, approximated $286,000,000 
(1975—$356,600,000) and 7.76% (1975-8.06%), respec¬ 
tively. The weighted average interest rate on borrowings 
outstanding at January 31, 1977, all of which relate to for¬ 
eign subsidiaries, approximated 10.31% (January 31, 1976 
-7.95%). 

In accordance with informal agreements with certain 
banks, the Company maintains average compensating bal¬ 
ances during the year. At January 31, 1977 compensating 
balances aggregated $6,200,000. 


Note 4—Long-Term Debt 


January 31, January 31, 
1977 1976 


5% notes and bonds payable to 1991. 

7.375% sinking fund debentures payable 

1977-1996 . 

8.25% bank notes payable 1982-1984 
Notes payable to banks, revolving credit 
agreement, interest rate 123% of prime.. 
9% sinking fund debentures payable 

1985-1999 . 

Bank loans payable 1977-1985 at interest 
rates Vi % to 14% in excess of prime... 
3% to 10.5% mortgage and note obliga¬ 
tions on real estate payable to 2003 

Other . 

Total . 


(In thousands of dollars) 

$ 31,500 

$ 32,400 

117,800 

125,000 

40,000 

40,000 

30,000 

70,000 

125,000 

125,000 

20,900 

30,800 

36,500 

33,600 

27,200 

29,000 

$428,900 

$485,800 


Payments due on long-term debt during each of the next 
five years are: 1977, $17,800,000 (included in current 


liabilities); 1978, $36,600,000; 1979, $20,700,000; 1980, 
$23,700,000 and 1981, $22,100,000. 

The indenture relating to the 7.375% sinking fund deben¬ 
tures provides that the Company annually pay no less than 
$6,200,000 into a sinking fund commencing April 1, 1977. 
The debentures may be redeemed at the option of the Com¬ 
pany in whole or in part at annually declining premiums of 
5.5% or less. 

The Company has a loan agreement with a group of ten 
banks providing for revolving credits of up to $100,000,000 
at any one time through January 31, 1978, convertible until 
that date into five-year term loans. At January 31, 1977 the 
Company was indebted for $30,000,000 (January 31, 1976 
—$100,000,000), all of which is included in long-term debt 
(January 31,1976-$70,000,000). 

The indenture relating to the 9% sinking fund debentures 
provides that the Company annually pay into a sinking fund 
commencing June 1, 1985 not less than $4,000,000 nor 
more than $8,000,000 through 1989 and not less than 
$10,000,000 nor more than $20,000,000 beginning June 1, 
1990. The debentures may be redeemed at the option of 
the Company in whole or in part at annually declining pre¬ 
miums of 7.4% or less. 

Certain of the debt agreements have restrictive provi¬ 
sions which, among other things, require the maintenance 
of minimum consolidated working capital levels and limit 
the amount of debt. Under the most restrictive provisions, 
minimum consolidated working capital, as defined, is 
$400,000,000 plus term loans outstanding, if any, and debt 
for borrowed money is limited to 95% of consolidated 
shareholders’ equity at each year end and 125% thereof 
at all other times. 


Note 5—Shareholders’ Equity 


Shares 

authorized 


Preferred slock—par value $1 per share. 7,000,000 

$2.20 Series A Convertible Preferred 

at stated value $4.73Vb per share. 

Common stock issued—par value $3V3 per share. 60,000,000 

Additional paid-in capital. 

Retained earnings. 


Common stock in ireasury, at cost 
Common stock outstanding ... 
Total shareholders’ equity . 


January 31,1977 

January 31, 1976 

Shares issued Amount 

Shares issued Amount 

(In thousands) 

(In thousands) 


1,738,560 

$ 8,200 

1,739,535 

$ 8,200 

29,362,230 

97,900 

29,360,848 

97,900 


300 


300 


981,400 


918,000 


1,087,800 


1,024,400 

(368,642) 

(11,000) 

(636,664) 

(19,200) 

28,993,588 

$1,076,800 

28,724,184 

$1,005,200 


At January 31, 1977 the $2.20 Series A Convertible Pre¬ 
ferred Stock had an involuntary liquidation value of 
$78,200,000. The stock is cumulative, voting and convert¬ 
ible at any time at the rate of 1.42 shares of common stock 
for each share of preferred stock, subject to anti-dilution 


provisions. The Company has reserved 2,468,755 shares 
of common stock for the conversion. During 1976, 975 pre¬ 
ferred shares were converted into 1,382 common shares 
(1975—200 preferred into 284 common). The preferred 
stock is currently redeemable at the option of the Company 


27 









































at $47,00 per share; the redemption price reduces $.50 
annually until it reaches $45.00 per share in 1981. During 
1976, 267,147 shares of treasury stock costing $8,100,000 
(1975—234,366 shares at $7,000,000) were sold to employ¬ 
ees under the stock purchase plan and 875 shares were 
sold to employees upon exercise of options under the 
Company’s stock option plans. 


Note 6—Income Taxes 


1976 _ 1975 

(In thousands of dollars) 


United States 

Current . 

. $39,200 

$24,100 

Deferred . 

. 4,900 

1,600 

Investment tax credit. 

. (3,400) 

(2,900) 

Foreign 

Current . 

. 37,800 

49,800 

Deferred . 

. 2,100 

1,600 

State and other. 

. 6,000 

3,800 

Total . 

. $86,600 

$78,000 


Set forth below are the significant differences (expressed 
as a percentage of pre-tax income) between the United 
States federal income tax rate (48%) and the effective 
income tax rate as reflected in the accompanying consoli¬ 
dated statement of income: 


1976 _ 1975 

Statutory federal income tax rate. 48.0% 48.0% 

State and local income taxes. 1.7 1.2 

Investment tax credit. (1.8) (1.8) 

Foreign income taxed at less than the U.S. 

statutory rate. (5.2) (. 1 ) 

Other items, net. 3.3 .7 

46.0% 48.0% 


In 1976 one of the Company’s foreign subsidiaries 
changed its tax year to a calendar basis. As a result of cer¬ 
tain tax savings effected through this change, income of 
consolidated companies for 1976 was increased approxi¬ 
mately $4,800,000 ($.17 per share). 

Provision has been made in the accompanying consoli¬ 
dated statement of income for additional United States and 
foreign income taxes applicable to dividends received or 
expected to be received from subsidiaries. The amount of 
unremitted earnings of foreign subsidiaries, on which no 
tax is provided and is considered to have been permanently 
reinvested in the subsidiaries, aggregated $443,000,000 at 
January 31,1977. 

Note 7—Foreign Consolidated Subsidiaries 

The Company has wholly-owned subsidiaries in Canada, 
Germany, Mexico, Spain and Australia. Summary financial 


data pertaining to these foreign consolidated subsidiaries 
follows: 


January 31, 1977 and 1976 _ 1976 _ 1975 

(In thousands of dollars) 


Current assets . 

$ 381,500 

$ 

365,900 

Property, net. 

335,900 


309,300 

Other assets. 

7,600 


5,900 

Liabilities and reserves. 

(320,300) 


(307,800) 

Net assets. 

$ 404,700 

$ 

373,300 

For the fiscal years ended January 31, 

1977 and 1976 



Sales. 

$1,789,800 

$1,586,400 

Income before taxes. 

$ 103,600 

$ 

106,700 

Income taxes . 

39,900 


51,400 

Net income. 

Distributed earnings, less applicable 

63,700 


55,300 

taxes . 

34,200 


30,700 

Undistributed earnings. 

$ 29,500 

$ 

24,600 

Note 8—Stock Option and Purchase Plans 




The Company has stock option plans approved by the 
shareholders in 1970 and 1976 under which options to 
acquire shares of the Company's common stock are granted 
to eligiide employees at the market price on the date of 
grant. Options are not exercisable until one year from the 
date of grant; unexercised options expire five years from 
date of grant if they are designated as being qualified 
options or ten years from date of grant if they are designated 
as non-qualified options. Authority to grant options under 
the 1970 plan expired in 1975. 

Pertinent stock option information follows: 

1976 1975 


1976 Plan 1970 Plan 1970 Plan 

Non- 

Qualitied qualifed 

Shares authorized. 700,000 

Options for shares 

granted . 168,275 249,850 - - 

Exercised (at $22.31 to 

$34.44 per share) . . — — 875 — 

Cancelled . - - 8,100 164,401 

Outstanding at 

end of year. 168,275 249,850 268,825 277,800 

Exercisable at 

end of year . — — 268,825 277,800 

Shares reserved for 

future grants. 281,875 


Options outstanding at end of year were at prices per 
share ranging from $22.31 to $34.44 under the 1970 plan 
and at $24.25 under the 1976 plan. Options for shares ex¬ 
pire as follows: 150,375 in 1977; 118,450 in 1978; 168,275 
in 1981 and 249,850 in 1986. 
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The Company also has an employee stock purchase plan 
under which employees may contribute up to 10% of their 
salary through payroll deductions to a stock purchase fund 
from which they are entitled to purchase shares of common 
stock of the Company at 85% of the market price on a 
specified date. At January 31, 1977 a total of 1,438,078 
shares had been so purchased and 198,487 shares remain 
available. The present plan expires in 1979. 

Common shares sold in connection with the stock option 
and purchase plans are issued from treasury. Differences 
between the proceeds received therefor and the cost of the 
treasury stock are charged or credited to additional paid-in 
capital or retained earnings, as appropriate. 

Note 9—Accounting Changes—1975 

Effective February 1, 1975 the Company changed its policy 
of valuing certain domestic inventories from the first-in, 
first-out to the last-in, first-out basis. In 1975 the Company 
also adopted the provisions of Financial Accounting Stand¬ 
ards Board Statement No. 8 on foreign currency translation, 
retroactively, and restated prior year financial statements 
as required. 

The Company also changed its accounting practices for 
self-insured risk to store inventories and fixtures in accord¬ 
ance with Financial Accounting Standards Board Statement 
No. 5 and for costs related to closed stores under lease. The 
cumulative effect on prior years, to January 31, 1975, of 
these accounting changes is shown below and has been 
included in selling, general and administrative expenses in 
1975 (in thousands). 




Per 



common 


Amount 

share 

Reversal of reserve for self-insurance, 

less related taxes of $2,900 . 

Accrual of costs relating to closed stores 

$ 3,100 

$ ,ii 

under lease, less related taxes of $3,200 . . 

(3.500) 

(.12) 


$ (400) 

$(.01) 


Note 10—Leases 

At January 31,1977 the Company was obligated under more 
than 5,000 leases, principally for store properties. Many of 
the store leases contain renewal options and provide for 
additional rental payments based on a percentage of store 
sales. Under certain leases additional payments are re¬ 
quired of the Company for real estate taxes, insurance and 
other expenses. 

Total rental expense in 1976 of $176,000,000, net of sub¬ 
lease income of $48,300,000, was charged to income (1975 
—$166,900,000, net of sublease income of $43,800,000). 
Rental payments based on a percentage of sales included 
in total rental expense amounted to $20,500,000 (1975— 
$17,300,000). Minimum rental commitments under noncan- 


cellable leases, less sublease income, to which the Com¬ 
pany is committed at January 31,1977 are as follows: 1977, 
$176,600,000; 1978, $176,500,000; 1979, $176,100,000; 
1980, $173,300,000; 1981, $167,800,000; 1982-1986, 
$741,600,000; 1987-1991, $577,000,000; 1992-1996, 
$243,700,000 and $143,100,000 thereafter. 

The aggregate present value of minimum rental commit¬ 
ments, less sublease income, of financing leases, as de¬ 
fined by the Securities and Exchange Commission, at Jan¬ 
uary 31, 1977 was $1,043,600,000 (January 31, 1976— 
$996,500,000). If these leases had been capitalized, and 
the related property right amortized on a straight-line basis 
and interest expense computed on the basis of the present 
value of the declining outstanding balance of the lease 
commitments, net income would have been decreased 
$1,500,000 in 1976 and $2,400,000 in 1975. 

In late 1976 the Financial Accounting Standards Board 
adopted Statement No. 13 “Accounting for Leases" which 
establishes standards of financial accounting and reporting 
by lessees and lessors. In accordance with this State¬ 
ment, leases meeting certain criteria, similar in many re¬ 
spects to the SEC’s definition of financing leases, would be 
considered capital leases and recorded at their present 
value as an asset and an obligation in the financial state¬ 
ments. Other leases not meeting the criteria of a capital 
lease would be considered operating leases and not capi¬ 
talized. The provisions of the Statement must be applied to 
all lease transactions entered into after December 31, 1976 
and by December 31,1980 must be applied retroactively to 
all then existing lease agreements. 

Note 11—Retirement Plans 

The consolidated companies have noncontributory retire¬ 
ment plans for qualified employees. Provisions for earned 
benefits are made by payments to insurance companies to 
purchase annuity contracts, by contributions to trust funds, 
or by balance sheet accruals and include amortization of 
prior service costs generally over ten to forty year periods. 

The total cost of retirement plans for the year amounted 
to $18,900,000 (1975—$16,500,000). As of the date of the 
latest actuarial valuations, January 1, 1976, the costs of 
vested benefits exceeded accumulated trust funds and 
balance sheet accruals by approximately $55,400,000. 
Since that date, the unfunded costs of vested benefits has 
decreased approximately $12,200,000 as a result of the 
general increase in the market value of pension fund securi¬ 
ties. Unfunded prior service costs at the valuation date 
amounted to $48,400,000, 


Note 12—Quarterly Results (unaudited) 

The quarterly data below for 1976, but not for 1975, has 
been reviewed by Price Waterhouse & Co. in accordance 
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with procedures promulgated in 1976 by the American 
Institute of Certified Public Accountants. Because these re¬ 
view procedures do not constitute an audit in accordance 


with generally accepted auditing standards, Price Water- 
house & Co. expresses no opinion on the interim financial 
information. 


Income of 
consolidated 


Equity in net 
income of F. W. 
Woolworth and 


Fully diluted—year 


Net income 


$3.45 




Sales 

companies 

Co., Limited 

Net income 


per share 


1976 

1975 

1976 

1975 

1976 1975 

1976 

1975 

1976 

1975 






(in millions of dollars) 





First . 

. $1,088 

$ 949 

$ 12 

$ 7 

$ 2 $ 3 

$ 14 

$ 10 

$ .45 

$ .31 

Second . 

. 1,223 

1,109 

16 

18 

- 3 

16 

21 

.52 

.72 

Third . 

. 1,258 

1,124 

15 

6 

4 2 

19 

8 

.62 

.25 

Fourth . 

. 1,583 

1,468 

58 

54 

1 6 

59 

60 

2.03 

2.05 

Year . 

. $5,152 

$4,650 

$101 

$ 85 

$ 7 $ 14 

$108 

$ 99 

$3.62 

$3.33 


$3.19 


Note 13—Replacement Costs (unaudited) 

As with al! major retailers, the Company's annual report on 
Form 10-K to the Securities and Exchange Commission 
contains information with respect to estimated replacement 
cost of inventories and productive capacity (generally 
buildings, fixtures and equipment) as at January 31, 1977 
and the approximate effect which such estimated replace¬ 
ment cost would have had on the computation of costs of 


sales and depreciation expense for the fiscal year then 
ended. Contrasted to some retailers, a significant number 
of Company stores, particularly in Great Britain and Ger¬ 
many, are owned and their replacement cost values are 
substantially in excess of cost, at which they are carried in 
the financial statements. 


Transfer Agents 

Citibank, N.A., 111 Wall Street 
New York, New York 10015 

The Northern Trust Company 
50 So. La Salle Street 
Chicago, Illinois 60690 

Registrars 

Irving Trust Company 

One Wall Street 

New York, New York 10015 

Continental Illinois National Bank and 
Trust Company of Chicago 
231 So. La Salle Street 
Chicago, Illinois 60690 


Shareholders Meeting 

The next annual meeting of the shareholders 
will be held at Alameda Plaza Hotel, Wornall 
Road at Ward Parkway, Kansas City, 
Missouri at 10 A.M. on Thursday, June 16, 

1977. A formal notice of the meeting, 
together with a proxy statement and form of 
proxy, will be mailed to each shareholder 
on or about May 9, 1977, at which time 
proxies will be requested by Management. 


Form 10-K 

A copy of the Company’s 1976 annual 
report on Form 10-K to the Securities and 
Exchange Commission is available without 
charge by request to the Secretary’s Office, 
F. W. Woolworth Co., 233 Broadway, 

New York, New York 10007. 
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Equal Employment Opportunity 

Through the years Woolworth has remained in the forefront in 
providing equal employment for all, regardless of race, sex or 
creed. Along with evolving social mandates, the Company has 
given sincere recognition to still broader obligations in this area 
and is dedicated to meeting established goals for assuring still 
greater female and minority representation within its managerial 
and supervisory ranks. 
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LOUIS W. PAYNTER-Vice- 
President—Restaurant Oper¬ 
ations, directs Woolworth’s 
food services in the U.S. 


Under the banners of 
Harvest House (Woolworth 
stores) and Red Grille 
(Woolco stores), your 
Company operates a variety 
of food units in 1,518 U.S. 
stores which serve an 
average of 255,000 meals 
per day. 


Basic food units in new 
Woolworth stores in shop¬ 
ping centers or malls are 
Harvest House Restaurants 
and Harvest House Jrs., a 
fast-food and take-out 
operation. 

Woolco Red Grilles are 
located in the front of newly 
opened Woolco stores, with 
access from inside the store 
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as well as from the parking 
lot. Red Grilles are a fast- 
food operation but offer 
a broader assortment of 
foods than typical fast-food 
outlets. 

Seventeen Harvest House 
and Red Grille units were 
opened during 1976 with 21 
more slated to go into 
operation in 1977. 











